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CENTRAL BOARD OF DIRECT TAXES 

NOTIFICATION 

Income-Tax 

New Delhi, the 16th December 1970 

8,0, 4001,—In exercise of the powers conferred by section 295 of the Income- 
tax Act, 1901 (43 of X961) ► the Central Board of Direct Taxes heretxy, mekes the 
following rules further to amend the Income-tax Rules, 1902, namely: — 

1. These rules may be called the Income-tax (Fifth Amendment) Rules, 1970. 

2. In clause (b) of rule 3 of the Income-tax Rules, 1902, in clause (2) of th^ 
Explanation, after sub-clause (111), the following sub-clause shall be inserted, and 
shall be deemed to haye been inserted with effect from the 1st April, 1902, namely: 

"(iv) any allowance in the nature of an entertainment allowance, to the 
extent such allowance is deductible under clause (11) of section 10.’\ 

Explanatory Memorandum . 

Under the Income-tax Act, 1961, the value of perquisites received by a salaried 
employee from his employer is chargeable to tape in his hands as salary incom®. 
The value of such perquisites is determined in accordance with rule 3 of thj£ 
Iqpppie-tax Rules, 1962, This rule, i7iter alia, provides that the value of rent 
free accommodation provided to the employee by his employer should ordfciar(lt^ 
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be estimated at a sum equal to ID per cent or 12,5 per cent of his ‘’salary”, accord¬ 
ing as the accommodation iB unfurnished or furnished. For this purpose, the 
term "salary” has beep defined to include pay, allowances, bonus or commission 
payable monthly or otherwise but excluding the following:— 

(i) Dearness allowance or dearness pay unless it enters into the computa¬ 
tion of retirement benefits of the employee concerned; 

(ii) employer’s contribution to the provident fund account of the employee; 
and 

(ill) allowances which are exempt from payment of tax. 

Thus the amount of "allowances which are exempt from payment of tRx” are not 
Includible in ’salary’ for the purpose of calculating the value of the perquisite 
in respect of rent free accommodation. 

2. Section 10(ii) of the Income-tax Act, 1961, provides for the deduction of 
"entertainment allowance” upto certain limits in computing the taxable salary 
income. Under executive instructions, such entertainment allowance, to the extent 
It is deductible in computing the taxable salary income, has been regarded as an 
allowance which is "exempt from payment of income-tax” and, ccordingly, not 
to be regarded as ‘salary' for the purposes of rule 3. 

3. The clause now proposed to be added to rule 3 is intended to gwe a statutory 
basis to this position which has been followed all these years under executive 
instructions. As the assessments for the past years in the case of all salaried em¬ 
ployees have been made according to these instructions, the Interests of no one 
would be prejudicially affected by reason of the retrospective operation being 
given to the Insertion of the new clause. 

[No. 105/F.No, 142(21)/70-TPL.] 
R. R, KHOSI ‘A, Sccy. 


^ 16 fromr 1970 

vto «to 4001—wtot sftfaTO , 1961 (1961 *pt 43) srcr 295 nr 
stctt vrftrof w aftr toiw to: sft sro-ro faro, 1962 

^ wk faH fa fad faTO TORTT !|f, :— 

i. Jr faro tot-to (tm’HTtttpr) Pm, 1970 $ft m aw$ 1 

f 2. 'TOT-TO foTO, 1962 %faTO 3% Hft (®) A, % m ( 2 ) if, 

grot* (iii) % froftfro sws TOifad ftm 'Jii^n wik 1 1902 

% iRTTOTfro 5 *tt toot ottot TOfq;:— 

"(iv) krfr ttott % to *r ot^t, to ftn to fro to 

WTTT UTTT 16 *P (ii) % TOTOd ifr«T l” 

TO«4\TO U I WTO 

tot-to gfafim , 1961 % wftr tooth# yftr fl fwfrro it sro qft- 

wfs-wtff TO TjTO 3% Mt TOOT* STO Tt TO? TO 5TOTT | tfcft wfrofar TTT 
uto-to faro, 1962 % faro 3 % wrcnr TOtfftr fan otot ft 1 faro tot 
% ottotr jt^ toto toot ft ft frotro % am vftiO ^ fan tot otto 
n^mr to gflfaro toot wftro t^ottt % isrw; wr % 10% 
12 . 5 % % ottot ot# Tift % to a mfkn fan toot nftr 1 to nffaR % far* 
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TftWRT Jr ^cFT WW 1 , WM'W WT OTWw «ft -HifW WT WR if ^ ft-H- 

fHPT fcg; f^nwfwfaw fiNfad w$r | :— 

(i) W?fiT$ WWT WT W^WT^ %W WW WT ft? W$ WWff ^WrCt % 

WIW Jf WTOTT if W WRIT ff; 

(ii) *nJwr$ % wfOTfwfa stt% Jr ffiwtwp spr Vlr; 

ill) W^ WT RT WOT % ^ WOT | 

3W SW W3 Wt WT—WOT ft 'qz WOT {” I 

wr^w to wfwrw % fwq; 'rncwf^s' % wr wfott % wfrwr % fw^ 

‘wsrww’ Jr wMot wott wOT fi$r | 1 

2. ot rt wftrfwww, i96i tt wrcr 1 e(ii) Jr trot www^ ot wtott 
TOT Jr WOTR W# % fwtj; TfdOT tftWT 3 T OTMi TT WOTW I I OTTTOT WJ&ff % 
wsftw, q% TOT WW TT WWWW OT TT WOT Jr T2.MJ WOT WOT WT, "WTOTR 
wot Jr yz” wot % ott Jr wtr ott i, wk wtwwk fwww 3 % wwtww % fwtr wro^ 
fil[t wptt wt^ I 

3. fWWW 3 ir WW wr^ 31OT % fwtr WOTlfaw SR? ^W farfw 5fvt wrpjjft WTOT 

wot *R?r fwq wrerfww l fawwr TniwTWF snjtwr % wtftw ot ot wf Jr sfjwott 
fowl OT I I TWffa WW WWf Jr Wlft WWWW WT^t T^WrfOTf % WTWf Jf OT WWfcff % 
W<JWK fWUi^l faWT OTT 5* ?wfw^ ?W fit S<W % WOT: OTTOT Tt Wwt WfiTOT tt ^ 

trot Jr fatfr % f^r wr wfbfirw wot fifr wtw 1 

[W» lgs/'po Wo 142 ( 2 l)/ 70 —£V° «ft° IJOTo] 
WTT° TTR° OTrWWT, wfOT l 


ERRATUM 

In the Ministry of Finance Hindi version Notification No. 1 5/iJ-fioWo 300/2520 
7 0-$o #To, 

Issue No. 343, dated 16th September, 1970, published as Extraordinary Gazette 
of India, Part II, Section 3, sub-section (ii) J Page No. 1404, in the beginning of 

the first line read ll ^T* E[T° 3117". 
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